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PREFACE 


On  September  30,   1958  the  Legislative  Council  adopted 
a  proposal   by  Senator  John  E*  Carney  of  Daniels  County,    "to 
study  the  State's  responsibility   to  equalize   the  burden  of 
carrying  the  tax-exempt   state  lands  which  are  not   evenly, 
distributed  among  the   counties  of  the  State."     The  press  of 
winding  up  the  Council^  major  reports  precluded  the  possi-- 
bility  of  completing  this  study  during  the    interim;   however, 
information  from  other   states  was  gathered  and  the  scope  of 
the  problem  was   roughly  outlined  during  the  closing  months 
of  1953. 

Late  in  December,   the  project  was   turned  over  to 
Mr.  David  A.  Leuthold,   Research  Assistant,  who  saw  the  study 
to   its  completion. 

The  membership  of  the  Council  terminated  on  December 
31,  195$,  so  no  Council  recommendations  are  contained  in  this 
study;  this  is  only  a  factual  research  report  prepared  by  the 
Legislative  Council  staff. 


EUGENE   C.    TIDBALL 

Executive  Director 

Montana  Legislative  Council 


January  20,   1959 
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SUMMARY 
Summarized  briefly  this    study   states: 

1,  Montana  received  over   5, #00, 000  acres  of  public  grant 
land  of  which  approximately  2,160,000  acres  were  selected  by  the 
State  Board  of  Land   Commissioners,  with  the  land  being  unevenly 
distributed  among  counties, 

2,  The  State  Board  of  Land  Commissioners   selected  the  most 
valuable  and  easily  leased  lands  that  were  available, 

3,  The  tax  base   in   some  counties   is  materially  reduced  by 
the  large  amount  of  state-owned,    tax-free  land. 

4,  Landowners  in  these  counties  pay  taxes  11+%  to  56$  higher 
than   those  paid  by  landowners  in  similar  counties. 

5»  Of  36  states  who  replied  to  questionnaires,  15  make  some 
payments  to  counties  or  municipalities  in  lieu  of  taxes  for  state- 
owned  land,  13  have  other  compensating  programs  and  13  states  have 
no  program.      (Some   states  have  more  than  one  program.) 

6.     If   it   is  desirable  to  shift  the  tax  burden,   possible 
solutions  include: 

a.  Payment  of  money  by  the   state  in   lieu  of 
property  taxes. 

b.  Sharing  of  a  portion  of  the  revenue  from 
the   state-owned  lands, 

c.  Courty  and   school  district  consolidation 

d.  Salo   of  the  state-owned   land. 

e.  Greater  participation  by  school  foundation 
program, 

f.  A  property  tax  on  leaseholds  on  tax  exempt 
land. 

This  is  a  research  study  conducted  by  the   staff  of  the 
Legislative  Council  and   contains  no   recommendations. 
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THE  HISTORY  AND   OBJECTIVES  OF  STATE  LAND   OWNERSHIP 

The  Congress  of  the  United  States  has  made  large  and  valuable 
grants  of  land  for  various   purposes.     The  policy  of  granting  one 
section  in  each  township  for  school  purposes  to  public  land   states 
upon  admission  to  the  Union,  was  broadened  in  I848  to  two   sections, 
and  in  1393  to  four  sections.     Various   grants  were  also  made  to 
support  higher  education.     The  Morrill  Grant  in  1862  gave  30,000 
acres  of  public  land  to  each  state  for  each  Senator  and  Representa- 
tive in  Congress.     The   proceeds  were  to  be  used  in  colleges  where 
agriculture  and  mechanical  arts  were  taught.     In  all,   grants  for 
educational  purposes  exceeded  116  million  acres. 

The  federal  land  grants  which  Montana  has  received  for 
educational  and  other  institutions  total  5, £59, 369. 75  acres.     Most 
of  this  acreage  was  the  grant  of  sections  16   and  36  of  each  town- 
ship.    Provisions  were  made  for  the   state  to   select  indemnity 
lands  for  those  sections  16  and  36  which  had  been  reserved  by  the 
federal  government.     The   state  was  also  to  select  undesignated 
lands  included  in  the  other  grants. 

Appendix  I  shows  all  federal  grants  of   land   to  Montana  and 
the  statutes  under  which  these  lands  were  granted.     Appendix  II 
shows  the   amount  of  land   still  possessed  by  the   state   from  each 
of  the  original  land   grants.      The   state  still  holds  5,064,58$. #4 
acres. 

Only  eight  states  retain  the  major  portion  of  their  common 
school  grant  land.     These   states  are  Arizona,  Montana,  Wyoming, 
Washington,   Idaho,   Colorado,   New  Mexico  and  South  Dakota,     States 
that  have  retained  one-fourth  to  one-half  of  the   school  land 
include  Utah,  Nebraska,   North  Dakota,  Oklahoma  and  Minnesota. 
Kansas,   Alabama,    Illinois,   Iowa,  Michigan   and  Ohio  apparently 
disposed  of  all  their  school  grant  lands.     Ten  other  states  have 
only  relatively  small  acreages  remaining. ■*■ 

The  objectives  of  nublic   land  ownership  have  been  described 
as:      (1)    to   create  parks  and  wildlife  reserves;    (2)    to  use  the 
land  for  some  function  of  government  -  building  sites,   airports, 
capitol  grounds,    school  grounds  and  training  bases;    (3)   to 
insure   continued  productivity  by  proper  use  of  specific  land 
resources.     Much  of  the  state-owned  land  in  Montana,   held  in  trust 
for  common  schools   and  other  institutions,   is  outside  the   scope 
of  the  objectives  here   listed,  but  earns  income  for  designated 
institutions.2 

Public  Land  Policy  in  Montana 

The  1927  Legislative  Assembly  reaffirmed  the   duty  of  the 
State  Board  of  Land  Commissioners  to  guard  the  public  land  grant 
when  it  wrote   into  law  the  following: 
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•  .  •  In  the  exercise  of  these  powers,  the  guiding  rule  and 
principle  shall  be  that  these  lands  and  funds  are  held  in  trust 
for  the  support  of  education,  and  for  the  attainment  of  other 
worthy  objects  helpful  to  the  well-being  of  the  people  of 
this  state;  and  that  it  is  the  duty  of  the  board  so  to  admin- 
ister this  trust  as  to  secure  the  largest  measure  of  legitimate 
and  reasonable  advantage  to  the  state  •  •  • 

This  directive  guides  the  board  today. 

The  Commissioner  of  State  Lands  and  Investments  in  1936  reported: 

"There  is  a  widespread  misunderstanding  prevalent  as  to  the 
purpose  of  these  grants  and  the  state's  obligations  in  their 
administration.   The  misunderstanding  is  far-reaching  that  this 
is  common  property,  and  the  sentiment  is  altogether  too 
prevalent  that  the  state  should  not  be  niggardly  in  the  disposi- 
tion of  this  common  property.   The  resulting  influence  is  as 
constant  as  gravitation.  For  the  common  good  I  appeal  to  all 

•  •  .  concerned  with  this  sacred  trust,  to  cooperate  in  the 
fullest  measure  toward  its  proper  administration  so  that  it 
may  contribute  its  reasonable  share  toward  the  support  of  the 
schools  of  the  state  and  thereby  lighten  the  tax  burden  rest- 
ing upon  the  people ." 

The  Commissioner  of  State  Lands  and  Investments  stated  in  195#, 
"Every  dollar  of  income  from  state  lands  is  a  tax  replacement 
dollar. "3 

Varying  social  and  economic  conditions  through  the  years  have 
required  modifications  of  the  policies  of  the  board,  in  their 
attempts  to  secure  the  "largest  measure  of  legitimate  and  reason- 
able advantage  to  the  state."  At  one  time  land  was  sold  as  rapidly 
as  possible,  making  certain  that  the  state  was  receiving  its  money's 
worth.   In  later  years  steadily  increasing  land  values  and  inflation 
caused  the  state  to  pursue  a  more  conservative  sales  policy.  Today 
each  individual  application  for  purchase  of  state  land  is  considered 
separately  and  if  the  board  believes  that  the  state  would  profit, 
the  commissioner  is  authorized  to  hold  a  sale.  No  sale  is  final 
unless  approved  by  the  board. 

The  custom  of  the  board  has  been  to  se|l  grazing  land  if  the 
money  paid  for  the  land,  when  invested  in  bonds  at  interest  of  at 
least  y/o   will  provide  twice  the  income  that  was  produced  from 
rentals.  Twice  the  present  income  is  asked  in  order  to  compensate 
for  inflation  and  increasing  land  values.  The  e&sfcop  of  the  board 
has  been  to  reject  any  application  for  the  purchase  of  land  under 
cultivation .4 

For  the  fiscal  year  ending  June  30,  1956,  the  average  return 
from  an  acre  of  agricultural  land  was  $3.16  and  the  average  return 
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from  an  acre  of  grazing  land  was  9.366  cents. 5  Under  the  present 
board  policy  $6.24  would  be  required  to  buy  an  average  acre  of 
grazing  land  and  if  the  same  policy  were  applied  to  agricultural 
land,  at  least  $210  would  be  required  for  an  average  acre.  How- 
ever, each  piece  of  land  is  separately  appraised  and  the  price 
received  by  the  state  must  be  greater  than  the  appraised  value. 
In  actuality,  competitive  bidding  exists,  usually  raising  the 
price  well  above  the  minimum.   The  average  price  per  acre  received 
by  the  state  for  grazing  land  has  varied  during  the  past  four  years 
from  $25.76  to  $39.34  per  acre. 6 
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PUBLIC  LANDS  Z$  MOHTAKA 

The  Selection  of  In  lieu  Lands 

The  state  owns  5.376%  of  the  land  in  Montana,  but  the  amount 
of  land  held  by  the  state  within  each  county  varies  decidedly  from 
this  average.  Over  23$  of  the  land  in  Daniels  County  is  state- 
owned,  while  less  than  one-half  of  1%   of  the  land  in  Glacier  County 
is  owned  by  the  state,   Chouteau  county  is  the  only  county  besides 
Daniels  to  have  more  than  10$  state-owned  land. 

The  Enabling  Act  stated  that  sections  16  and  36  in  every  town- 
ship in  the  state  were  to  be  set  aside  for  public,  free  education. 
However,  many  of  these  sections  were  reserved  by  the  Federal  Govern- 
ment because  they  were  in  national  forests,  Indian  reservations  or 
were  mineral  in  character,  7 

For  each  section  retained  by  the  Federal  Government  the  state 
was  allowed  to  select  in  lieu  thereof  other  public  lands.  More 
than  one  and  one-half  million  acres  were  to  be  selected  by  the 
state;  the  Board  of  Land  Commissioners  is  still  selecting  lands  as 
indemnity.   Including  the  other  Federal  grants  the  Board  of  Land 
Commissioners  has  selected  more  than  2,160,000  acres  of  land  for 
the  state.  The  Commissioner  of  State  Lands  and  Investments  in  192B 
stated  that  lands  had  been  selected  continuously  since  the  opening 
of  the  land  office  but  that  this  work  was  badly  complicated  because 
it  usually  took  the  federal  government  several  years  to  examine 
and  approve  the  new  selections. 

Three  restrictions  have  confronted  the  board:   (1)  only 
surveyed  lands  could  be  selected;   (2)  lands  were  to  be  as  contig- 
uous as  possible  to  the  reserved  lands;  and  (3)  the  amount  of  land 
that  could  be  selected  in  each  county  was  limited. 

The  Enabling  Act  required  that  all  indemnity  selections  be 
made  from  the  surveyed,  unreserved  and  unappropriated  public  lands. 
Land  which  had  been  homestead  previous  to  survey  could  not  be 
claimed  as  indemnity.  Much  of  Montana  was  not  surveyed  for  many 
years  after  its  entrance  into  the  Union,  although  the  state  urged 
the  federal  government  to  survey  the  land  as  fast  as  possible.5 
There  are  areas  in  Montana  which  are  yet  unsurveyed. 

The  Enabling  Act  also  provided  that  land  taken  in  lieu  of 
sections  16  and  36  were  to  be  selected  "as  contiguous  as  may  be  to 
the  section  in  lieu  of  which  the  same  is  taken." 
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To  obviate  the  possibility  that  indemnity  selections  would 
result  in  inequities,  the  1897  Legislature  restricted  the  State 
Board  of  Land  Commissioners  to  the  selection  of  not  more  than 
200,000  acres  of  indemnity  land  in  any  one  county.   Selections 
were  further  limited  in  1907  when  the  Legislative  Assembly 
instructed  the  board  not  to  select  any  more  indemnity  or  grant 
lands  in  counties  where  the  state  had  already  selected  100,000 
acres  or  more  of  land  in  the  aggregate  for  such  purposes.  This 
law  was  repealed  in  1921  when  the  laws  were  recodified. 

An  examination  of  the  location  of  the  lands  selected  reveals 
that  the  desire  to  select  valuable  lands  and  the  desire  to 
establish  the  school  permanent  fund  often  overrode  these  injunc- 
tions.  Instead  of  being  contiguous,  lands  were  500  miles  from  their 
federally-reserved  counterparts.  At  the  close  of  the  fiscal  year 

1910,  Chouteau  county  contained  727,099.95  acres  of  state  land, 9 
of  which  84,927.50  acres  had  been  selected  that  year. 10  The  board 
selected  an  additional  45,356.30  acres  in  Chouteau  county  in 

1911.  11 

The  board  attempted  to  select  the  most  valuable  lands  as  soon 
as  they  were  surveyed  and  made  available  by  the  federal  government. 
In  his  second  annual  report,  1892,  the  State  Land  Agent,  Granville 
Stuart,  said: 

The  most  considerable  body  of  valuable  agricultural 
land  remaining  in  the  hands  of  the  United  States 
within  the  State  of  Montana  is  in  the  north  end  of 
Missoula  County.   (Ed.  note; Flathead  Valley)  •  .  - 
When  appointed  I  at  once  went  to  this  region  know- 
ing it  to  contain  the  greatest  quantity  of  good 
land,  but  unfortunately  for  the  interests  of  the 
state,  I  could  not  select  it,  because  it  was  mostly 
unsurveyed,  and  as  the  Great  Northern  Railway  began 
to  build  through  the  valley  there  was  a  rush  of 
squatters  who  soon  located  all  the  most  valuable 
land,  while  the  State  being  unable  to  squate  on  it, 
could  not  secure  any  at  all.-  12 

Early  in  the  history  of  the  state  no  money  was  available  for  the 
establishment  of  the  permanent  fund  so  the  state  sold  land  wherever 
possible  in  order  to  create  this  fund.  The  plan  followed  was  to 
make  sales  of  parcels  of  land  which  settlers  asked  the  state  to 
select  as  indemnity.   The  state  would  ask  the  Federal  Government 
to  assign  the  land  in  lieu  of  federally  reserved  lands,  and  upon 
receipt,  the  state  would  immediately  sell  or  lease  the  land  to 
the  settler:,  who  often  owned  adjacent  property.   The  Board  of 
Land  Commissioners  reported  in  1900  that  during  the  preceding 
biennium  the  more  than  430,000  acres  of  grazing  land  chosen 
had  "been  selected  on  the  application  of  prospective  lessees". 
These  lands  were  seldom  contiguous  to  the  reserved  sections 
16  and  36  for  which  they  were  being  selected. 


-  g  « 


\  ■ 


■'.;•'• 


■.  < ...  •    t 


...... 


:.   :n, 


;•/' 


" 


i 


■ 


«.  ... 


i     " 


!     4---    '       -' 


: 


i  •  •  ' ' '  ' 

•■'-;     '■*•  •■.:' ;    '•?''.■'■ '    - '■','"■  !V;.-C ,.;  ■•'•..  , : '  > i  . .. 


■■'■■    ■      -  -!  ■>'■  :  :  :,  \   '- 


r      ■•■'{ 


v . i      •",: 


II 


Additional  Causes  of  Inequities 

Efforts  by  the  State  Board  of  Land  Commissioners  to  avoid 
encumbering  any  county  -vdth  an  inordinate  amount  of  state  land 
were  hampered  by  factors  beyond  their  control,  such  as  county 
splitting,  failure  of  buyers  to  fulfill  their  purchase  contracts 
and  the  acquisition  of  additional  lands  under  the  Farm  Loan  Law 
and  the  Glacier  Park  trade. 

Daniels  county,  the  third  from  the  last  county  to  be  formed 
in  Montana,  at  its  inception  had  26.2%  state  owned  land. 13  The 
state  owned  9.5%  of  Liberty  county  when  that  county  split  off* 14 
Certainly  the  founding  fathers  in  each  county  must  well  have 
realized  that  much  of  the  land  in  the  new  county  would  not  be 
taxable.  A  cursory  examination  reveals  that  the  board  selected 
little  or  no  indemnity  land  in  either  Daniels  or  Liberty  county 
after  the  counties  were  formed. 

However  at  the  time  that  counties  were  being  split  the  Board 
of  Land  Commissioners  was  anxious  to  sell  land  to  would-be  land 
owners.  By  1930  more  than  half  of  the  state-owned  land  in  Daniels 
county  had  been  purchased  by  individuals  but  much  of  this  retailed 
land  was  repossessed  during  the  depression  when  farmers  were  unable 
to  meet  their  contracts.   The  Commissioner  of  State  Lands  and 
Investments  in  1933  reported  that  the  state  had  sold  a  total  of 
1,624,041.09  acres,  but  709,390.94  acres  had  been  returned. 

The  Farm  Loan  law,  an  attempt  to  aid  farmers  during  Mont ana 's 
early  drought- caused  agricultural  depression,  added  342,935.27 
acres  to  the  state-owned  total.  More  than  $>4j  million  of  school 
permanent  funds  were  invested  in  farm  mortgages,  many  of  which 
were  eventually  foreclosed  by  the  state  with  the  lands  being 
placed  in  the  public  school  grant. 15 

In  October,  1953,  Montana  received  another  163,371.73  acres 
of  federal  land  in  a  trade  with  the  federal  government  for  lands 
owned  by  the  state  within  Glacier  National  Park,  This  land  is 
distributed  among  sixteen  counties,  including  most  of  the  counties 
that  already  possess  large  percentages  of  state  owned  land. 
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PUBLIC  LANDS  IN  THE  COUNTIES 

selector  a^&edS  oTt^  "??  Uber^  «W  -re 
state-owned  land  in  counties7     Thl heaffe0t  °*  large  amounts  of 
in  Daniels,   10.31f,  of  the  find  SV**?6  °TOS  2V**  of  the  land 
in  Liberty     compared  with  the  stated v^"'  a?d  8'6?S  °f  «">  land 
counties  with  large  DercentaLf  ?  e,  a!erage  of  5.376$.     other 
and  Judith  Basin  with  8. I5f„?S       ln°lude  Beav*rhead  with  8.94# 

avera^^Suatx^n  olTat^wneTfaAdt,30^6  md  USe>   -d  the 
portion  of  state  owned  land  in  {Li?  ?         !aoh   county.      The  major 
indemnity  land;   ap^roximftelv  l4  ^W"?  Ci?outeau  counties  is 
came  into  state  possession  throufh fh«h?  lan?  in  Liberty  c°««ty 
imately  225,  of  the  agricultural  fanH    *  fa™  loan  la"-     Approx- 
Danxels  county,   and  fnother  "£§  H  xn^V^V^6  is  in 
Chouteau  and  Liberty  connH..       »  .  lr\tne  combined  area  of 
additional   land  Irom  the  clacier  SLf  ?"»*«  ^ndix  III  is 
received  5,522  acres     ??>,--?  ark  trade  bv  which  Daniels 

received  i'Ho.f?  IcresMlLtl^f  9'"7'22  acres  ^Chouteau 
Comparison  of  Tav  r,,^^, 

burden  on  the  taxpayers  of  thp«  Poss*blllty  of  an  excessive 

for  each  of  the  three  count?.!  ?  cou^ies-      The  tax  mill  levy 

V.  ™ree  cojnties  ^r  this  year  is   shown  in  Appendix 

only  iflsi^ntf^nf  Le^counties^65  is/-P^tely- valid 
is  not  the  situation  in  Montana       A  nLl°mp^d  are  e^ual»   whi<* 
percentage  of  total  land  sales  vail  nl?/^1^  comParison*is  the 
year  in  similar  counties       sueh  »-  P     *  ln  proPertv  taxes  each 
and  three  other  count  ill #  (Carter     M^ariSOn,of  Dan^ls   county 
areas,   populations,    and  taxable  v^~S°?  and  McCone)   with  s^ilar 
VI.     While  23.7L<7o  of  r£n?fi  values,    is  contained  in  Appendix 

6.S1#  of  Carter     5   5Q^0  of  m^p00^7,1!  ow2ed  bv  ^he   stated  only 
the   state.  '   ^59%  of  McCone  and  *.0tf  of  Madison  is  o^ed  by 

a  grJS?  pef  c^t^f ^saLl  v^e^V"  D?*iels  C<W  P*d 
taxes  in  195*  than  did  llndownlrs  in  t£*  n?hir  land  in  ProP^ty 
If  landowners  in  the  other  counties  J£l  ?  comparable  counties 

the  same  rate  as  landowners  in  Dan?  J«  !  t0.pay  ProPerty  taxes  at 
be  raised  as  follows:  Daniels  county,   their  taxes  would 

The  Carterl^4?„     Madison  56.^,     McCone  14.19* 

StuS^rff'M^Sln^^^i^  "V™  —  acute 
the  same  percentage  of  the  vflu*  nr  +u  *6  com?ties  were  to  pay 
landowners  in  Daniels  county  their  ^  I"*1***  is  Paid  by 
be  raised  as  follows:         nty>   tneir  taxes  for   local  schools  would 

Carter  44.S0*      Edison  5*. 75*      McCone  25.71* 
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This  study  indicates  that  the  large  amounts  of  tax-free  land 
create  an  inequity  which  is  borne  by  the  private  landowners.  No 
attempt  was  made  to  compare  the  roads f    schools  or  other  services 
provided  in  each  of  the  counties.   Better  services,  or  a  less 
efficient  county  government  could  result  in  a  comparatively  higher 
tax  rate. 
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PROGRAMS  IN  OTHER  STATES 

The  Montana  Legislative  Council  sent  questionnaires  to  other 
states,  asking  what  programs  they  had,  if  any,  to  equalize  the  burden 
of  state  owned  lands,  A  total  of  36  states  made  replies  indicating 
their  programs  as  follows: 

15  states  make  payments  to  local  governments  in  lieu  of  taxes 
on  some  or  all  state  land, 

9  states  have  school  equalization  or  foundation  programs. 

2  states  share  a  portion  of  the  revenue  from  the  public 
lands  with  local  governments, 

2  statea  make  payments  to  local  school  districts  which 
suffer?  financial  hardship  because  of  nearby  state 
institutions, 

1  state  has  a  system  of  assessment  equalization. 

13  atates  have  nc  programs. 

Some  states  have  more  than  one  program,  Appendix  VII  contains  the 
summarized  programs  for  each  of  these  statea. 

No  in  lieu  of  tax  payments  for  state  owned  lands  are  made  to 
Montana  counties  with  the  single  exception  of  payments  nade  to  counties 
on  property  owned  by  the  Fish  and  Game  Department   "equal  tc  the 
amount  of  taxes  which  would  be  payable  on  county  assessment  of  said 
property  were  it  owned  by  and  taxable  to  a  private  citizen".   No  pay- 
ments are  made  to  counties  with  less  than  100  acres  of  fish  and  game 
land  and  no  payments  are  made  for  lands  used  for  game  bird  farm  or 
fish  hatchery  purposes. 16 

Federal  Programs 

The  federal  government  has  several  programs  to  equalize  the 
burden  of  tax  free  federal  property.   These  programs  include  the  pay- 
ment of  25$  of  the  receipts  from  nacionai  forest  land,  which  goes  to 
the  counties  for  road  and  school  expenditures,  and  payment  of  12g$  of 
the  grazing  income  to  counties  for  Taylor  Grazing  Act  lands.   For 
isolated  grazing  tracts,  the  federal  government  gives  local  counties 
50$  of  the  revenues. 

Since  the  national  government  reserved  sections  16  and  36  on 
national  forest  lands  and  allowed  indemnity  selections  therefor ?  and 
since  a  portion  of  the  receipts  from  federal  forest  lands  is  paid  to 
the  county  in  which  the  forest  is  situated,  a  presumption  exists  that 
the  county  with  forest  land  is  receiving  income  while  the  county  with 
state-owned  agricultural  land  traded  therefor  is  not.   However,  a 
Montana  Senate  investigating  committee  in  1917  reported  that  a  survey 
of  the  federally  reserved  forest  lands  had  been  conducted  and  that 
those  federally  reserved  lands  which  contained  timber  were  traded  for 
other  nearby  timber  lands,  board  foot  for  board  foot,  but  that  much 
of  the  federally  reserved  forest  land  contained  !,so  little  timber  and 
was  of  so  little  commercial  value  as  timber  land  because  of  its 
inaccessibility,  as  to  be  practically  valueless  to  the  state,  certainly 
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not  to  exceed  $5*00  per  acre."  This  Commercially  "valueless"  land 
was  exchanged  for  farm  lands  in  eastern  Montana,  then  worth  $12*00 
to  $25.00  per  acre.  Land  which  was  inaccessible  or  contained  little 
timber  then  would  probably  be  providing  relatively  little  income  for 
the  counties  today. 
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POSSIBLE  SOLUTIONS  FOR  MONTANA  SITUATION 

Several  possible  solutions  are  presented  here  for  considera- 
tion if  it  is  felt  desirable  to  shift  the  incidence  of  the  tax 
burden  caused  by  state-owned  lands.  None  of  these  solutions  are 
offered  as  a  recommendation,  nor  is  it  recommended  that  any 
solution  be  adopted.   Possibilities  include: 

1.  Payments  in  lieu  of  taxes 

2.  Sharing  of  a  portion  of  the  revenue 

3.  Consolidation  of  counties  and  school  districts 

4.  Sale  of  the  state-owned  land 

5.  Greater  participation  by  school  foundation  program 
o.  Tax  on  leasehold  on  tax-free  property. 

1.  As  many  states  have  done,  Montana  might  make  payments  from 
the  general  fund  to  counties  and  school  districts  in  lieu  of  taxes. 
These  payments  might  well  reduce  the  requirements  for  state  funds 
for  poor  hospitals  and  school  equalization  funds.  Such  a  program 
might  cost  the  state  over  $400,000  a  year.  A  corollary  program 
would  make  payments  to  counties  and  school  districts  where  the 
acreage  exceeded  the  state  average,  for  the  amount  of  land  over 
the  state  average,  on  the  grounds  that  the  state  is  responsible 
only  for  the  inequity. 

2.  A  portion  of  the  school  land  revenue  which  goes  into  the 
interest  and  income  fund,  might  be  distributed  to  school  districts 
based  upon  the  taxable  value  of  state-owned  lands  in  the  district. 
Such  a  program  would  probably  require  a  constitutional  amendment. 

3.  The  consolidation  of  counties  and  school  districts  would 
result  in  broadening  of  the  tax  base.  For  example,  if  Daniels  • 
county  (23,74%)  and  Sheridan  county  (3»41%)  were  to  consolidate, 
12.66%  of  the  new  county  would  be  owned  by  the  state. 

4«  If  the  state  were  to  sell  more  land  in  certain  areas, 
the  tax  base  in  those  areas  would  be  broadened.   The  state  has 
followed  such  a  program  in  the  past,  but  the  Commissioner  of 
State  Lands  and  Investments  reported  in  1940  that  the  state  was 
administering  834,935.72  acres  of  land  that  had  been  repossessed 
by  the  state.   A  land  sale  was  held  in  Daniels  county  in  1926  and 
almost  29,000  acres  were  sold,  but  approximately  21,000  acres 
subsequently  were  repossessed  when  contracts  were  cancelled.  In 
1928  over  58,000  acres  were  sold  in  Daniels  county  and  approximately 
49,000  acres  reverted  to  the  state. 17 

Ownership  of  state  land  may  be  unprofitable  for  a  farmer.  The 
average  rental  paid  for  state  grazing  land  in  1958  was  9o366  cents 
per  acre  while  the  average  tax  for  grazing  land  in  1958  was  8  cents 
per  acre. 18  Raising  the  state  rental  rates  to  the  level  demanded  by 
private  owners  would  make  farmers  more  anxious  to  buy  state  lands. 
Farmers  have  found  that  competitive  bidding  caused  by  local 
antagonisms  can  raise  the  price  of  land  to  uneconomical  levels. 


-  14  - 


'.■.  ■ 

•  J. 


.'•*■  f       \  ,  '    '  i      ::■  k,} 


1 .  ■ ,       + 


."  r..t\     ■ 


,'h: 


.■J.  J  '■.•.■■      '  ' 


/«  •:    i 


J.  -  .-■  *  >     .  ■  ■ 


...        .  I 


i  :'■'■•   ■ 


..;      •„:■■;  }-tf.  I   r..'-'-  ':''  :';    ' 


■'   ■•  -    . .. ;      £":     ;■•'•     *"•'"■  '•"  ■'•-'"    '  ". 

■■■'■  ■-  -I-.—  -,>■'.  '''.'..■■,■ 


'     ''■-.,''    "      :\. 


-       ,     ;>. ;,  .•      c.  .'     .':•'•  ■     <?r  y 


',    )f/ri         i      ,  -  '■  '■■■     ■         ? 

..>".  ■-,.  i       ;■  |       :■'■.;  > 


■  :  ''i~  ;'  ,'„  ■  ■  ■'  "<  ■'      '  ■ 


...■.-        .-■   ■  ■-  - 


. 


,  .  ,  ,  '  ,  ■•.;■■■■- 

- .    i  ■  '        'c  1 1. '*-•',       ■    • 


1"  .J.L' 


i  ■ 


•:        •       «  ... 


Since  July  1,  1945,  and  up  to  June  30,  195$,  the  state  has 
sold  to  individuals  B.25%  of  the  land  owned  in  Chouteau  county. 
During  the  same  period  the  state  has  sold  2»2Jt#  of  the  state  land 
in  Daniels  county  and  24.05$  of  the  land  in  Liberty  county. 19 
There  have  been  no  restraints  other  than  a  minimum  price,  on  the 
sale  of  grazing  land  during  this  period.  As  noted  before,  the 
board's  policy  is  to  retain  agricultural  lands. 

Land  is  an  excellent  investment  for  the  state.   Next  year  a  6% 
increase  in  farm  land  values  is  expected. 20  in  November,  1953 
Montana  farm  lands  were  valued  at  181$  of  their  1947-49  value  and 
were  worth  4.2  times  their  1940  prices. 21 


5.  The  removal  of  the  50%  limit  on  state  contributions  to  the 
school  foundation  program  would  have  the  effect  of  equalizing 
among  counties  the  burden  of  school  taxes,  which  form  a  large  part 
of  local  taxation.  However,  prior  to  equalizing  assessments,  the 
removal  of  this  limit  might  only  result  in  further  inequities. 

6.  A  leasehold  tax  on  tax  free  property  would  help  to 
equalize  the  burden  of  state-owned  lands  within  a  county  but  it 
would  not  equalize  the  burden  between  counties. 
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FOOTNOTES 

-mctf   MrU#,?*   Dep,t  of  Agriculture,    Land,   the  Yearbook  of  Agriculture 

1253   (Washington,   D.     C.,   1956),   ppT^i-TfT Cft* 

*  Ibid,.,  p.   64. 
195^#      Letter  from  Lou  E.    Bretzke  to   Eugene  Tidball,   November  26, 

^  k°c   cit. 
of  *- J   Commissioner  of  State  Lands  and  Investments,   Biennial  Report 

^TT  ^TT~7  —  l^fn^#  ¥^  ^vestments  f o r-TirToT"Be7iHnTng 

iUi±Z  Ij.  1256  to   June   30^  1258    (Helena,   Mont.,    I^F^pTTTT"  ~"^ — 

Tmra   .    Ibid. ,    pp.    20     21.      Also   Commissioner  of  State  Lands  and 
tZ11+  ments,    Biennial   Report  of  the   Department  of  State  Lands  and 

investments  |or  Period  Beginning  July  1^  1954~to~JiInTTo7T956 

(Helena,   Mont, ,    1956F^  pp.    22-23.  wm2dmm 

Public   §;h^i^erS°ni    HistorX  and  Administration  of  Land  Grants  to 
I^UnTvfFsf t77  ^fi^Tx?*^^  MaSter?S  *&HBT  'CHEina- 
ovw,™  Th?   state,   in  some  instances,  requested  that  the  federal 
government  conduct  surveys  of  specific  townships  containing  valuable 
land.     As  an  example,    in  1699  the  state  requested  surveys  of  55 
andnH?t?Snin  Yaat  itn2w  2isSoula>   Flathead,   Ravalli,   Lincoln,   Liberty 
of  thl  i^onR1GS^   S5a?e   !°Srd  of  Land   Commissioners     Biennial  Report 

Tig^Q^rl  T2"^  rf  IfgM-qQinmissioners  of  the  State  of  MbntanaT 

t9        (Helena,   Mont.,    190TJ,  pp.o-7.     IK  I^0"ThT-s^te-7iquitted 
survey  of  50  townships  in  what  is  now  Richland,   Fergus,   Valley, 
Daniels  and  Carter   counties.  '  '    VciX-Ley» 

fhf^L?^*^^?*  feP01*  2£  the  Register  of  State  Lands  for 
itf/^^J^  £202=10  THeTiHa,   Mont.7l910J7p74.'nirc"h-olrThe— 

kX?«^7?o7?  ln,DfS^?ls  and  Valley  counties  was  selected  by  the 
state  in  1914  and  1915, 

9  Register  of  State  Lands,   op   cit.,   table  No.   5. 
T7   Ibid,   p. 12. 

i*»*     pRegiute^.of  State  Lands>    Report  of  the  Register  of  State 
iSads^gr  the  Fiscal  Years  1911-1912    ( Helen^"  Mont.,    19l?)"p7I&. 
Ka  _QK1Th®  report  further  stated:      "In  order  that  the  state  might 
??««?«?     to   secure   some  of  this  land  the   state  board  made  applica- 
ESLE?  °ecr?tary  N°ble  of  the  Interior  Department  to  have  these      - 
townships  withdrawn  from  settlement  until  after  they  were   surveyed, 
fZnJtS ^'   lu  February»   1*92,   he  made  an  order  withdrawing  six 
nS??  *£S  ln  the  upper  part  of  Stillwater  Valley  from  settlement 
until  the  surveys  were   completed  and  the  state  had  made  its  selec- 

w»f',*Sl?uJeCt'    however»    to  the   rights  of  all   squatters  who  had 

It^r  Pr°r  t0^e  0rder  of  withdrawal."     State  Land  Agent 
(LlenarSonf?fi9f^2f!^  2l  ^  Sta^  Land  A^ent  of  Montana 
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APPENDIX  I 
FEDERAL  LAND  GRANTS  TO  THE  STATE  OF  MONTANA 

Public  School  Grant.  (Sec.  10  of  Enabling  Act.) 
This  grant  embraces  sections  16  and  36 

of  each  township  of  the  state  outside 

permanent  national  reservations,  and 

provides  for  selecting  lieu  lands  for 

sections  that  have  been  lost  to  the  state. 

Total  grant  about 5,138,000  acres 

State  University  Grants. 

Section  14  of  the  Enabling  Act  grants 

seventy- two  sections,  none -to  be  sold 

for  less  than  .^10  per  acre,  the  pro-- 

ceeds  to  constitute  a  permanent  fund, 

f,the  income  thereof  to  be  used  exclu- 
sively for  university  purposes;" 

total  grant   .   46,080  acres 

The  Act  of  Congress  approved  March  9, 

1904;  (33  Stat. 64)  grants  the  south 

half,  and  the  south  half  Of  the  north 

half 'of  Sec.  26,  Twp.  13N,  of  Rge.  19 

West,  adjoining  the  original  campus 

"for  university  purposes!'  •  «  •  «  t       480  acres 

The  Act  of  Congress  of  March  3,  1905, 
(33  Stat.  L.  1080)  grants  160  acres 
for  a  biological  station;  this  land 
has  been  selected  on  Blue  Bay  on 

Flathead  Lake .   160  acres 

Total , 46,720  acres 

Agricultural  College  Grants. 

Sec.  16  of  Enabling  Act  grants  .  .  .  90,000  acres 
(This  is  really  the  Morrill  Grant 
made  applicable  to  Montana.) 
Sec.  17  of  Enabling  Act  makes  addi- 
tional grant  of •   50,000  acres 

Total 140,000  acres 

Grant  for  School  of  Mines. 

Seco  17  Enabling  Act 100,000  acres 

Grant  for  State  Normal  Schools. 

Sec  17  Enabling  Act 100,000  acres 

State  Reform  School  Grant. 

Sec,  17  Enabling  Act 50,000  acres 

Grants  for  Public  Buildings  at  the  State 

Capital: 

Sec.  12  of  Enabling  Act  ......   32;000  acres 

Sec.  17  of  Enabling  Act 150,000  acres 

Total  .  e ~T~. 182,000  acres 

Deaf  and  Dumb  Asylum 

Sec.  17  Enabling  Act 50,000  acres 

Total  of  all  these  Grants 5,856,720  acres 


(See  next  page) 
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APPENDIX  I   (Continued) 
Total  forwarded 5,856,720  acres 

MINOR  GRANTS 

Militia  Camp 

Act  of  Congress  approved 
February&13,  1891,  26 
Stat.  L„  748  granted  a 
portion  of  abandoned  Fort 
Ellis  Military  Reservation 
in  Gallatin  County  for  a 
permanent  militia  camp  "or 
other  public  uses". 
By  State  Senate  concurrent 
resoluti6n  approved  January 
30,  1923,  this  land  is  now 
used  for  an  Agricultural 
Experiment  Station 640  acres 

Agricultural  and  Manual  Training  School 
Act  of  Congress  approved  Feb- 
ruary 11,  1915,  38  Stat. 307 
f  ranted  a  portion  of  abandoned 
ort  Assiniboine  Indian  Reserva- 
tion for  the  establishment  of 
an  "agricultural,  manual  train- 
ing or  other  educational  institu- 
tion". To  be  paid  for  at  $2.50 
per  acre.  Valuable  buildings 
were  included      2,000  acres 

State  Penitentiary 

(Section  15  of  Enabling  Act) 9.75 

acres 

5,859,369,75 
Grant  for  Soldiers'  Home-  acres 

Act  of  March  2,  1895,  28"  Stat. 938  granted 
two  sections  within  the  abandoned  Fort 
Maginnis  Military  Reservation  in  Fergus 
County  "for  the  maintenance  of  a  soldiers1 
home,  or  for  other  public  purposes."  The 
lands  shall  be  in  part  satisfaction  of 
the  lands  already  granted  to  the  state  by 
Section  17  of  the  Enabling  Act  so  this 
Act  does  not  increase  total  land  g rant  •  •         1,275*61 

acres 

Source  -  Commissioner  of  State  Lands  and  Investments,  Report 
of  the  Commissioner  of -State  Lands  and  Investments  for  the  two  Fiscal 
Years • Beginning  July  1.  1925  and  terminating  June  30 »  1928  (Helena, 
Mont.,  1928)  pp.  53-54. 
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